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Abstract: The objective of the research was to analyze the influence of free cash 
flow, audit committee, managerial ownership, and firm size on firm value with 
Corporate Social Responsibility (CSR) as moderating variable. The population was 
57 manufacture companies in basic industry and chemistry sector listed in BEI 
(Indonesia Stock Exchange) in the period of 2015-2017, and 40 of them were used 
as the samples, taken by using purposive sampling technique. The data were 
analyzed by using multiple linear regression analysis and residual analysis with E-
views application program. The result of the research showed that free cash flow, 
audit committee, managerial ownership, and firm size on firm value partially and 
simultaneously had the influence on firm value. CSR as moderating variable could 
not moderate analyze the influence of free cash flow, audit committee, managerial 
ownership, and firm size on firm value. 
Keywords : Free cash flow, Audit Committee, Managerial Ownership, Firm Size, 
CorporateSocial Responsibility, Firm Value 
 
1. INTRODUCTION 
Firm value is a condition that has been achieved by the firm as a sign of public trust 
in the firm. Firm value is an important concept for investors, because it is used as 
an indicator for the market to assess the firm as a whole (Adhitya, et al., 2016). 
High firm value is an achievement for firm owners, because it can provide 
prosperity and welfare for shareholders. The higher the stock price, the higher the 
prosperity for shareholders so that the firm's value will also increase. A high firm 
value will make the market believe in the firm's current and future prospects. 
Table 1 Firm Value in Basic Industry and Chemistry Sector Companies 
No Code Companies 
Firm Value 
(PBV) 
2014 2015 2016 
1 ALKA Alakasa Industrindo Tbk 1,47 1,20 2,36 
2 APLI Asiaplast Industries Tbk 0,54 0,44 0,69 
3 ARNA Arwana Citramulia Tbk 7,51 4,10 4,15 
4 BAJA Saranacentral Bajatama Tbk 2,68 0,94 3,01 
5 BRNA Berlina Tbk 1,39 0,67 1,31 
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6 BTON Betonjaya Manunggal Tbk 0,68 0,53 0,64 
7 CPIN Charoen Pokphand Indonesia Tbk 5,68 3,39 3,47 
8 ETWA Eterindo Wahanatama Tbk 0,59 0,45 3,50 
9 FASW Fajar Surya Wisesa Tbk 2,47 1,05 3,31 
10 IGAR Champion Pacific Indonesia Tbk 1,22 0,70 1,38 
11 INAI Indal Aluminium Industry Tbk 0,75 0,53 0,82 
12 JPFA Japfa Comfeed Indonesia Tbk 1,91 1,11 2,21 
Source: Indonesian Stock Exchange 
Based on table 1 above, it can be seen that in the manufacturing companies 
of the basic industrial and chemistry sectors listed on the IDX there are 12 
companies that experience the same pattern of decline and increase in value of the 
firm. In this case, all of these companies have decreased firm value in 2015 
compared to 2014, but in 2016 these companies managed to increase their firm 
value again, so for researchers manufacturing companies in the basic industrial and 
chemistry sectors are very interesting to study. 
The used of free cash flow is one of the triggers for differences in interests 
between managers and shareholders. Aziz (2010) states that free cash flow is more 
firm cash that can be channeled by managers to creditors or shareholders that are 
no longer used for operations or investments in fixed assets. Smith & Kim (1994) 
states that when free cash flow is available in a firm, the manager is suspected to be 
distributing free cash flow so that inefficiency occurs within the firm. Jensen (1976) 
argues that too much free cash flow will result in internal insufficiency such as 
working capital and waste of firm resources, thus leading to agency costs as a 
burden on shareholders. 
In addition to free cash flow, in this study there are indicators of the 
corporate governance mechanism used, namely the audit committee. The board of 
commissioners in carrying out their supervisory functions is actively assisted by the 
audit committee. The audit committee looks more at the policies made by the 
directors so that improvements made in this supervision lead to the overall directors' 
policies. In addition, the audit committee has assisted the Commissioner in seeking 
independent auditors so that the firm's performance reflects transparency and 
accountability. 
Another factor that can affect firm value is managerial ownership. 
Managerial ownership is ownership of shares by the firm management. Managerial 
share ownership can be used to carry out the interests of shareholders and managers. 
As the owner of the firm the manager will share in the benefits of the decisions 
made immediately and the manager will share the risk if there are losses that arise 
as a consequence of wrong decisions. The greater the proportion of management 
ownership in a firm will be able to unite the interests of managers and shareholders, 
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so that it is expected to increase the value and performance of the firm (Jensen, 
1976).  
In addition to the audit committee and managerial ownership, firm size is 
also thought to affect the value of the firm. The size of the firm is considered to 
affect the value of the firm because the larger the size of the firm, the easier the firm 
to obtain sources of funding that can be utilized to achieve firm goals. The funds 
will then be able to be managed by management to increase the value of the firm. 
The size of a large firm will experience relatively rapid development and investors 
will respond positively to this so that the value of the firm will increase (Sujoko and 
Soebiantoro, 2007 
At present the firm is facing challenges in applying ethical standards to 
responsible business practices, known as Corporate Social Responsibility (CSR). 
CSR is an action or concept in the form of responsibility carried out by the firm in 
accordance with the firm's ability to the parties affected by each activity carried out. 
In this study CSR is measured based on disclosures made by the firm. CSR practices 
and disclosures are a logical consequence of the implementation of the concept of 
Good Corporate Governance (GCG), the principle of which states that the firm 
needs to pay attention to the interests of its stakeholders, in accordance with existing 
rules and establish active cooperation with stakeholders for the long-term survival 
of the firm. 
With the background as the researchers explained above, this study was 
conducted under the title of the influence of free cash flow, audit committee, 
managerial ownership and firm size on firm value with corporate social 
responsibility as a moderating variable in manufacturing companies in the basic 
industrial and chemical sectors that listed on the Indonesia Stock Exchange. 
 
2. THEORETICAL BASIS 
2.1 Signalling Theory 
Signalling theory suggests that a sign provides a signal, the sender (information 
owner) tries to provide relevant pieces of information that can be utilized by the 
recipient (Spence, 1973). The recipient will then adjust his behavior according to 
his understanding of the signal. Signaling theory suggests how a firm should give 
signals to users of financial statements. This signal is in the form of information 
about what has been done by management to realize the wishes of the owner. 
Signals can be in the form of promotions or other information stating that the firm 
is better than other companies. Meanwhile, according to Brigham and Houston 
(2014: 184) signaling theory is a behavior of firm management in giving 
instructions to investors regarding management's views on the firm's prospects for 
the future. 
2.2 Firm Value 
Firm value is defined as market value. The value of the firm is very important 
because the high value of the firm will be followed by the high prosperity of 
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shareholders. The high value of the firm is the desire of the owners of the firm, 
because with a high value shows the prosperity of shareholders is also high. 
Shareholders and firm wealth is presented by market prices from shares which are 
a reflection of investment decisions, funding, and asset management (Hadianto, 
2013). 
High stock prices make the value of the firm also high, and increase market 
confidence not only in the firm's current performance but also in the firm's prospects 
in the future. Maximizing the value of the firm is very important for a firm, because 
by maximizing the firm's value means also maximizing the main objectives firm. 
Increasing firm value is an achievement in accordance with the wishes of its owners, 
because with increasing firm value, the welfare of the owners will also increase. 
Nuerawan (2012) states that firm value is a condition that has been achieved by a 
firm as an illustration of public trust in the firm after going through a process of 
activities for several years, i.e. since the firm was founded until now. 
2.3 Free Cash Flow 
Mariah, et al. (2012: 96) defines free cash flow as free cash flow available for 
distribution to shareholders or owners in the form of dividends. The division is 
made after the firm invests in fixed assets and working capital needed for business 
continuity. Kieso, Weygandt, Warfield (2014: 203) defines free cash flow as the 
amount of discretionary cash flow of a firm that can be used again for additional 
investment, repay debt, repurchase own firm's stock (treasury stock), or increase 
firm liquidity. Free cash flow can be a cause of problems between managers and 
investors. Free cash flow can be used to finance debt and pay dividends to 
shareholders or it can also be used for future investments. In other words a healthy 
firm will have a high free cash flow (Ross, et al., 2000) stating that free cash flow 
which is a firm-owned fund can be given to investors when not to invest in fixed 
assets or working capital. Free cash flow does not only show dividends given to 
shareholders by companies as a strategy in the market with the aim of increasing 
the value of the firm. But on the other hand, free cash flow also shows the good or 
bad prospects of the firm in the future. 
Mildawati (2017) states that free cash flow has a positive and significant 
effect on firm value. The higher free cash flow, the higher the value of the firm, 
conversely the lower the free cash flow, the lower the value of the firm. Different 
opinions were expressed by Kumara and Ratnaningsih (2015) that free cash flow 
has no impact on firm value. It can be said that if a firm has or does not have free 
cash flow, it will not have an impact on the firm's value. 
2.4 Audit Committee 
The audit committee is considered as a liaison between shareholders and the 
board of commissioners with management in handling control issues. The audit 
committee is tasked with assisting the board of commissioners to monitor the 
financial reporting process by management to improve the credibility of financial 
statements which include reviewing accounting policies adopted by the firm, 
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assessing internal controls, reviewing external reporting systems and compliance 
with regulations (Bradbury, et al., 2004). The existence of an audit committee in 
supervising companies increases the appreciation of market participants thereby 
increasing market response to firm shares and increasing stock market prices while 
increasing firm value (Dharmapala and Khanna, 2008). 
2.5 Managerial Ownership 
Managerial ownership is the ownership of shares by the management of the firm. 
Managerial share ownership can be used to carry out the interests of shareholders 
and managers. As the owner of the firm the manager will share in the benefits of 
the decisions made immediately and the manager will share the risk if there are 
losses that arise as a consequence of wrong decisions. The greater the proportion of 
management ownership in a firm will be able to unite the interests between 
managers and shareholders, so that it is expected to increase the value and 
performance of the firm (Jensen, 1986). 
According to Ningsih (2013), with the involvement of share ownership, 
managers should act by considering all the risks that exist and motivating 
themselves to improve their performance in managing the firm. Increased 
managerial ownership helps to link the interests of internal parties and shareholders, 
and leads to better decision making and increased firm value. Thus, firm activities 
can be monitored through large managerial ownership (Endraswati, 2012). 
2.7 Firm Size 
According to Pratama and Wiksuana (2016) firm size is a total reflection of the 
assets owned by a firm. Companies are categorized into 3 types, namely: small-
scale companies, medium-scale companies and large-scale companies. The size of 
a firm can be based on the total value of total assets, sales, market capitalization, 
number of workers and so on. The greater the firm’s assets will be greater capital 
to invest, the greater the firm’s total sales, the greater turnover and also the greater 
market capitalization, then the firm will be better known to the public. 
The size of the firm has a different effect on the firm’s value of a firm. In 
this case, the size of the firm is seen from the Ln (logarithm) of total assets owned 
by the firm, which can be used for firm operations. If the firm has a large total 
assets, the management is more flexible in using the assets in the firm. The freedom 
that this management has is proportional to the worries that the owner has over his 
assets. A large amount of assets will reduce the value of the firm if assessed from 
the side of the firm owner. However, when viewed from the management side, the 
ease it has in controlling a firm will increase the value of the firm (Analysis, 2011). 
 
2.7 Corporate Social Responsibility 
Corporate Social Responsibility (CSR) is a strategy used by companies to 






where awareness of long-term corporate sustainability is more important than mere 
firm profitability. A broader understanding assumes that social responsibility 
becomes an integral part of strategic investment, core business strategies, 
management instruments, and firm operations. This concept assumes that social 
responsibility is not a cost but an investment for the firm. 
One of the reasons management conducts social reporting is for strategic 
reasons in order to gain social legitimacy. This is very closely related to 
environmental issues that occur, such as deforestation, air and water pollution, to 
climate change (Nahda and Harjito, 2011). Ullmann (1985) also states that there is 
a relationship between environmental and social reporting with financial issues, 
which see CSR as an element that can bring the gap between the results of reporting 
economic performance with the environmental resources used by the firm. The firm 
must report on activities and environmental conservation programs for the use of 
these environmental resources. The State (2019) states that CSR has an influence 
on firm value. 
 
CONCEPT FRAMEWORK AND HYPOTHESES 
Sugiyono (2013) states that the conceptual framework will connect 
theoretically between research variables, namely between independent variables 
and dependent variables. In summary, the conceptual framework in this study 
explains the effect of free cash flow, audit committee, managerial ownership and 
firm size on the value of companies with CSR used as moderating variables as 
shown in Figure 1 below. 








Figure 1 Concept Framework 
 
Based on the conceptual framework, the research hypothesis is as follows: 
H1 : Free cash flow has a positive effect on firm value. 














H2 :  The audit committee has a positive effect on the value of the firm. 
H3 : Managerial ownership has a positive effect on firm value. 
H4 : Firm size has a positive effect on firm value. 
H5 :  Free cash flow, audit committees, managerial ownership and firm size 
simultaneously affect the firm's value. 
H6 : Corporate social responsibility is able to moderate the effect of free cash 
flow, audit committees, managerial ownership and firm size on firm value. 
3. RESEARCH METHODS 
This research is included in the type of associative research with a quantitative 
approach. In this study there are independent variables (variables that affect the 
dependent variable) and dependent variables (variables that are influenced by 
independent variables), and moderating variables that can strengthen or weaken the 
influence of the independent variables on the dependent variable. This research was 
conducted by companies manufacturing basic and chemical industrial sectors listed 
on the Indonesia Stock Exchange in 2015-2017. Research time is scheduled from 
September 2018 - May 2019. The population in the study is defined as a complete 
group of elements (units in which the data used will be collected), usually in the 
form of people, objects, transactions or events in which we are interested in learning 
or becoming objects research (Kuncoro, 2009). The population in this study were 
basic and chemical industry companies according to sahamOK website 
(www.sahamok.com), amounting to 57 companies. The sampling technique used 
was purposive sampling, which is the technique of determining the sample in 
members of the population with certain considerations or criteria. The sample 
selection criteria in this study are as follows: 
1. Basic Industry and Chemistry Sector Companies listed on the Indonesian 
Stock Exchange during the 2015-2017. 
2. Basic Industry and Chemistry Sector Companies which publishes complete 
financial statements for the period of 31 December 2015-2017 on the 
Indonesia Stock Exchange (IDX) website.  
Based on the selection process that has been carried out (Appendix 1), it can be seen 
that the number of samples for this study are 40 companies with a total of 120 









Table 2 Descriptive Statistics Based on Variable Firm Value, Free cash flow, 
Audit Committee, Managerial Ownership, Firm Size and Corporate Social 
Responsibility 
Variable Min Max Mean Std. Deviation 
Firm Value -0.90847 4.102602725 1.1617 1.0292 
Free cash flow -4.69799 5.180483246 -0.4206 1.0938 
Audit Committee 2 5 3.0667 0.5303 
Managerial Ownership 0 0.894444444 0.0876 0.1842 
Firm Size 22.01021 30.29995772 26.9488 1.6622 
Corporate Social Responsibility 0.329 0.949 0.7025 0.1764 
 
Statistical descriptive analysis is used to determine the description of a data 
that is seen from the maximum value, minimum value, mean value, and standard 
deviation values. In this study, the variables used in the calculation of descriptive 
statistics are firm value, free cash flow, audit committee, managerial ownership, 
firm size and corporate social responsibility. Based on the descriptive statistical 
analysis, the following sample description is obtained. 
Table 3 Result of Chow Test 
Redundant Fixed Effects Tests   
Pool: DPANEL    
Test cross-section fixed effects  
Effects Test Statistic   d.f.  Prob.  
Cross-section F 0.604725 (39,76) 0.9566 
Cross-section Chi-square 32.432491 39 0.7622 
Source: Result of Eviews 7 software 
Based on the results of the Chow test in Table 3, it is known that the 
probability value is 0.7622. Because the probability value is 0.7622> 0.05, the 
estimation model used is the common effect model (CEM). 
To determine whether the CEM or REM estimation model in forming the 
regression model, the Lagrange Multiplier test is used. The following results are 
based on the Lagrange Multiplier test using Eviews 7. 
Table 4 Result of Lagrange Multiplier Test 
Correlated Random Effects - Hausman Test  
Pool: DPANEL    
Test cross-section random effects  
     
     
Test Summary 
Chi-Sq. 
Statistic Chi-Sq. d.f. Prob.  
     
     Cross-section random 1.377853 4 0.8480 
Source: Result of Eviews 7 software 
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Based on the results of the Lagrange Multiplier test in Table 4, it is known 
that the probability value is 0.8480. Because the probability value is 0.8480 <0.05, 
the estimation model used is the common effect model (CEM). 
In testing hypotheses, the coefficient of determination analysis, 
simultaneous influence testing (F test), and partial effect testing (t test) will be 
carried out. Statistical values of the coefficient of determination, F test, and t test 
are presented in Table 5. 
Table 5 Statistical value of the coefficient of determination, F test, and t test 
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     X1 0.003700 0.033480 0.110512 0.9122 
X2 0.276729 0.070922 3.901900 0.0002 
X3 0.388383 0.205681 1.888281 0.0615 
X4 0.072400 0.023386 3.095864 0.0025 
C -1.836005 0.619371 -2.964304 0.0037 
     
     R-squared 0.227932    Mean dependent var 0.996183 
Adjusted R-squared 0.201077    S.D. dependent var 0.443401 
S.E. of regression 0.396322    Akaike info criterion 1.027597 
Sum squared resid 18.06322    Schwarz criterion 1.143742 
Log likelihood -56.65579    Hannan-Quinn criter. 1.074764 
F-statistic 8.487630    Durbin-Watson stat 2.457383 
Prob(F-statistic) 0.000005    
Source: Result of Eviews 7 software 
 Based on Table 5, it is known that the coefficient of determination (Adjusted 
R-squared) of R ^ 2 = 0.2010. This value can be interpreted as free cash flow, audit 
committee, managerial ownership, firm size simultaneously or jointly affect the 
value of the firm by 20.10%, the remaining 79.90% is influenced by other factors. 
 The F test aims to test the effect of the independent variables together or 
simultaneously on the independent variables. Based on Table 5, the Prob value is 
known. (F-statistics), that is 0.000005 <0.05, it can be concluded that all 
independent variables, namely free cash flow, audit committee, managerial 
ownership, firm size simultaneously have a significant effect on firm value 
variables. 
 It is known that the regression coefficient of firm size is 0.072, which is 
positive. This means that firm size has a positive relationship with firm value. Given 
the Prob value is 0.0025, which is <a significance level of 0.05, then the size of the 
firm has a positive effect on firm value. 
Based on Table 5, obtained the multiple linear regression equation as 
follows. 




Based on Table 4, note: 
1. The regression coefficient value of free cash flow is 0.003, which is positive. 
This means that free cash flow has a positive relationship with firm value. 
Given the Prob value is 0.9122, ie> 0.05 significance level, then free cash 
flow has a positive effect on firm value. 
2. The regression coefficient value of the audit committee is 2,276, which is 
positive. This means that the audit committee has a positive relationship 
with the firm's value. It is known that the Prob value is 0,0002, which is 
<0.05 significance level, then the audit committee has a positive and 
significant effect on the value of the firm. 
3. The regression coefficient value of managerial ownership is 0.388, which is 
positive. This means that managerial ownership has a positive relationship 
with the value of the firm. It is known that Prob value is 0.0615, which is> 
significance level 0.05, then managerial ownership has a positive effect on 
firm value. 
Then moderation testing is carried out, i.e. testing whether corporate social 
responsibility can moderate the effect of free cash flow, audit committee, 
managerial ownership, firm size on firm value. The moderation test is carried out 
using a residual test. The result of the test of the significance of corporate social 
responsibility in moderating the effect of free cash flow, audit committee, 
managerial ownership, firm size on firm value. 
Table 6  Significance Test of Corporate Social Responsibility in Moderating 
the Effects of Free Cash Flow, Audit Committee, Managerial 
Ownership, Firm Size on Firm Value with Residual Test 
Dependent Variable: ABS_RESIDUAL  
Method: Least Squares   
Date: 11/19/19   Time: 16:10   
Sample: 1 120    
Included observations: 120   
          
Variable Coefficient Std. Error t-Statistic Prob.   
          
Y 0.025891 0.019778 1.309063 0.1931 
C 0.112241 0.021552 5.208016 0.0000 
Based on Table 6, obtained the residual moderation equation as follows. 
|𝐞| = 𝟎, 𝟏𝟏𝟐 + 𝟎, 𝟎𝟐𝟓𝐘 + 𝛆 
In moderation testing with the residual test approach, a variable is said to moderate 
the independent variable if the regression coefficient of the independent variable is 
negative and significant (Ghozali, 2013: 244). The residual test results in table 6 
show the coefficient of firm value of 0.025 (positive value) and Prob. 0.1931> 0.05. 
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So corporate social responsibility is not significant in moderating the influence of 
free cash flow, audit committee, managerial ownership, and firm size on firm value. 
Based on the statistical t test, the results showed that financial distress had 
a positive and significant effect on accounting conservatism in manufacturing 
companies listed on the Indonesia Stock Exchange in the 2015-2016 period, which 
meant that hypothesis 1 was rejected.  
Statistical t test results show that free cash flow has a positive effect on firm 
value, so in this case hypothesis 1 is accepted.  
The results of the statistical t test show that the audit committee has a 
positive and significant effect on firm value, so in this case hypothesis 2 is accepted.  
The results showed that managerial ownership had a positive effect on firm 
value, so hypothesis 3 was accepted.  
Statistical t test results show that firm size has a positive effect on firm value, 
so hypothesis 4 is accepted. 
The results of the moderating test using the Residual Test showed that the 
parameter coefficient of the firm value was positive at 0.025 but not significant 
(Prob. 0.1931> 0.05). This means that corporate social responsibility is not 
significant in moderating the effect of free cash flow, audit committees, managerial 
ownership and firm size on firm value.  
 
5. CONCLUSIONS AND SUGGESTIONS 
Based on the results of the description above, it can be concluded that Free cash 
flow has a positive effect on firm value, the Audit Committee has a positive and 
significant effect on firm value, Managerial ownership has a positive effect on firm 
value, Firm size has a positive effect on firm value, Free cash flow, audit committee 
, managerial ownership and firm size simultaneously influence the value of the firm, 
and corporate social responsibility cannot moderate the effect of free cash flow, 
audit committee, managerial ownership and firm size on firm value. 
Based on the above conclusions, the refinement suggested by researchers for further 
research to use sector firm data other than manufacturing companies in basic and 
chemical industry sectors, can be in the form of data on all manufacturing 
companies or all companies listed on the Indonesia Stock Exchange, as well as a 
longer observation period so that the results the research can be more generalized 
and it is suggested that adding independent variables related to firm value such as 
investment opportunity set, dividend policy, investment policy and other variables 
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